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Top Concerns:
Survey of |39 Insurance Executives in
2| Countries

|  Too much regulation & 12 Managing technology 23 Corporate governance %
2 Natural catastrophes I3 Equity markets 24 Demographic trends

3 Management quality 4 Risk-management techniquess 25 Contract wording

4  Climate change I5 Back office 26 Capital availability

5  Managing the cycle 6 Political shocks and pressures < 27 Security of reinsurance

6 Distribution channels I7 Pricing new risks s 28 Availability of reinsurance
7  Long-tail liabilities o I8 Terrorism 29 Business continuation

8  Actuarial assumptions 19 Complex instruments 30 Fraud

9 Longevity assumptions 20 Retail-sales practices 31 Merger mania

[0 New types of competitors 21 Pollution <% 32 Too little regulation

Il Investment performance & 22 Interest rates 33 Asbestos|

* = also influenced by climate change

Source: Centre for the Study of Financial Information and PricewaterhouseCoopers survey: 2007




Looking ahead five years, which of the following could
give rise to a major new wave of liability claims?

Inadequate technology security (e.8.
exposure of confidential data)

Environmental damage (e.g. pollution)

Lack of transparency or disclosure
in reporting

Work-related stress

Product liability issues (e.g. lead paint)

Climate change

Inadequate security
(e.g. against terrorist attack)

Electromagnetic fields
(e.g. Wi-fi, mobile phones)

ovesty Cr

Inadeguate protection against pandemic . 7 ot

Nanotechnologies . 6
silica |1

0 M0 20 30 40 50 60 70 8 90 100
* = also influenced by climate change

Source: Lloyds of London, “Directors in the Dock: Is Business Facing a Liability Crisis?”, Survey of 183 board-level
corporate executives conducted by the Economist Intelligence Unit, 2008.




Has your company discussed the potential risks
at board level?

Climate change
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Electromagnetic fields
(e.8. Wi-fi, mobile phones)

Inadequate technology security
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(e.g. pollution)
(e.g. lead paint)
in reporting
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B ves we have discussed B No, and little likelihood of discussion
I No, but we should discuss Not applicable

Source: Lloyds of London, “Directors in the Dock: Is Business Facing a Liability Crisis?”, Survey of 183 board-level
corporate executives conducted by the Economist Intelligence Unit, 2008.
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Tor Stories OF THE WEEK

Bush Opposition Leaves
TRIA Extension In Doubt

T White House threw cold water
on Jegislation providing a long-term
extension of the Terrorism Kisk Insur-
ance Act, while small insurers voiced
concern over mandatory coverage for
all types of attacks. »Page 6

State Regulator Cleared
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Katrina Battle Heats Up

insurer and a high-pe plaintitt
attorney over Katrina claims expanded See Page 12
on three new fronts, » Page 10

“Woman Of The Year
Offers Career Advice

APTW'S 2007 “Indurance Woman
ofthe Year," H. Elizabeth Mitchell,
president of Platium Underwriters Re,
shares some of the secrets of her
success for those trying to make it in
the industry, » Page 30
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Insurers Go
Hi-Tech To

ROGUE
AGENTS!
Dishonest

Producers Play
Shell Games
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Monthly Insurance News Magazine Insurers » Agents & Brokers ¢ Reinsurers

D&0 Heals

Climate change —a rapidly emerging
insurance risk—has reached the
world’s boardrooms.
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What Insurers Should Do About Climate Change

Insurers are likely to soon take a leadership role in reducing
the risks of climate change as companies become more liable
for damage related to it. The authors of a study jointly
published by the Stanford Environmental Law Journal and the
Stanford Journal of International Law sketch out several ways
that companies who disproportionately contribute to global
warming could be held responsible for its damage as the
science of global warming becomes clearer.

Getty Images

The most common example is owners of property damaged by a warmer world's extreme
weather suing companies that disproportionately emitted greenhouse gases. As well as
paying out on insurance covering such liability claims, insurers will have to pay for several
kinds of damage related to global warming, the authors say. They'll have to pay for car
crashes on wet roads and ski resorts that insure themselves against warm winters short on
sSnow.

“The insurance industry, perhaps more than any other institution, has the power to set the
stage for enduring and significant contributions to solving the problem of global climate
change,” say environmental consultant Christina Ross, government scientist Evan Mills
and environmental-law expert Sean B. Hecht.




Liability Risks Are Also Associated
with Responses to Climate Change

* Green buildings
| * Nuclear power
- | * Renewable energy
_ | * Hydrogen
| ¢ Carbon capture & storage
* Carbon offsets/trading
* Geo-engineering
* Adaptation projects

Comparative risk assessments
needed




Risks & Responses

Impacts of climate change
Failure to adapt

Poor governance

Contract performance
Disinformation/fraud
Fiduciary

Political actions/disruptions

Public policy procrastination

Energy/carbon credit non-
delivery

Risk transfer

Terms & conditions
Carbon management
Advisory services
Improved governance
Good citizenship

Green investments




Reducing Impacts (“Adaptation”)
Loss prevention
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* IBHS: improved
construction
practices

* ABI: improved
land-use planning
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Risk Transfer; Terms & Conditions
Directors & Officers insurance

Swiss Re: “The Letter”

Zurich: D&O Side A coverage
extension

Liberty Mutual: D&O Side A
coverage extension

Pollution defense-cost coverage

Defense-cost coverage for
global warming-related
misrepresentations; and

Defense-cost coverage
associated with formal
administrative or regulatory
investigative proceedings
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i machme By Sl n Begley

E.g. Native Village of Kivalina
v. ExxonMobil Corp.




Risk Transfer
Political risk insurance for carbon credits

Zurich: coverage extension for
carbon-credit projects, covering;

e Political risks and, in certain cases, the
credit risks associated with operating
in emerging markets

* Risk of a host government's actions
that prevent an investor from
receiving benefits associated with
emission credits

* Political violence events, incl. war and
terrorism, that disrupt operations




Risk Transfer
Green buildings insurance

AlG Environmental: Sustain-a-
Build environmental liability RESN
premium credit for green WPW

commercial buildings o o @

Allianz: Environmental liability
provisions for architects,
manufacturers, builders, auditors

FFIC: Builders Risk coverage
extension

Lockton Risk Services:
Liability insurance for home

Insurance Program Administered by

ene rgy | ns Pecto rs Lockton Risk Services




Risk Transfer
Carbon offset delivery securitization

e Zurich: CER/VER delivery
securitization - Target
buyer is a multi-lateral or
multi-national bank

* Swiss Re: Kyoto-CDM risk
insurance

e Munich Re: similar




Terms & Conditions; Carbon Mg't
Industrial energy efficiency incentives

Allianz/FFIC Premium reductions of up to 5%

via pricing credits or dividends on Workers Compensation,
Property and General Liability coverages for manufacturers
with sustainable processes or products, e.g.:

Lean manufacturing - reducing material use and energy costs
while also improving housekeeping reduces slips and fall
injuries.

Reductions in the use of flammable liquids - reduces carbon
footprint since most flammables are petroleum based - also
improves property safety and public/employee safety

Newer, more energy efficient machinery - runs cooler (fewer
fires) and has superior machine guarding (fewer injuries)




Advisory Services
Carbon offset projects

* AIG, Marsh, Zurich, others: offering carbon project
risk-management consulting services; benchmarking, and
Insurance

potential forward transaction

Carbon-Related
Project Cycle

Issue of
Carbon Credits
ROCs

--------_'

Design 3 Delivery

& & &
Error in emission . . Natural Permit delivery /
Political risks :
measurement hazards volume uncertainty
Technology /

Business Permit price
Credit risk interruption volatility risk efficacy risk

* Many of these risks may exist individually or in combination throughout the project cycle.

Source: Marsh. 2004. “Responding to Climate Change Risks and Opportunities.”




Advisory Services
Climate regulation & liability advising

GLIMATE
CHANGE
REGULATIONS:
WHAT’S

YOUR
UPSIDE?

While climate change presents a dgknting array of p
liabilities, Marsh believes thers eal opportuniti
v how to look. We can help ygu assess and mitigate your

climate related exposures, and ajong the way you just may
discover newfound growth driveh by sustainability. The upside?

A cleaner reputation, a cleanerybalance sheet and possi
a cleaner world. To learn mogg, visit findtheupside.com

FIND THE UPSIDE MARSH

[ s v




Insurers’ Own Vulnerabilities

* Protecting shareholder value
—Underwriting
—Asset management

* Fostering mal-adaptation
—e.g. Comer v. Murphy Oil USA claim

* Enabling carbon-intensive industries
* Emerging technologies

* Conflict of interest with insureds

* Emissions from own operations




Improved Governance
Carbon-risk disclosure

Carbon Disclosure Project: Annual Global Survey by
Institutional Investors ($57 Trillion under management)

I 10 Insurers

Carbon Disclosure Project Full

surveyed; 2003-2008: Response Rates over Time
AlG, Alistate, Aon, s0%

Chubb, Marsh, 70% 7

MBIA, Safeco, St. °0% 1

50% A
Paul Travelers,

Unum Provident,
Munich Re, many

40% -

30% -

20% A ,’ —===US
others... - , e NoNLUS
. 10% - SeolL? on
AlG Investments is ~ —e— Total

among the sponsors 0%

2003 2004 2005 2006 2007 2008
Source: http://www.cdproject.net/




Improved Governance
Climate-friendly investments

Allianz: $15 million in the

European Carbon Fund; plans to Cumulative Investments in
invest between $400 and $650 Elimite Solifions

Investments

million in renewable energy 7
6 .
Gerling: Sustainable Development ;|
Project operates a $100 million -

venture capital fund 3 :
23
ING: Green finance - $1.16 billion %]
I -

Sompo Japan: $100 million green o

P l p $ & 2004 '05 ‘06 ‘07 Projected

fund

Swiss Re: $429 million “clean
energy”’ venture fund; $320 million
in individual investments




Improved Governance
Carbon-neutrality

AlG

Aviva

Bradford & Bingley
Folksam

Fortis

FP Marine

HSBC

Independent Insurance

Services

e ING
e Insurance Australia

Group

Munich Re

Royal & Sun Alliance
Rutherfoord

Solar Group

f\peciqlized Broking
ssociates

Storebrand

Swiss Re

Tokio Marine Nichido
Xelector

Carbon-Neutral Insurers, Reinsurers,
Brokers

25

20 -

15 A

10 A

2000 2005 2010 2015

Year in Effect




Good Citizenship

Engagement in public policy

* U.S. Climate Action
Partnership

* ClimateWise

* UNEP-FI

») USCAP

United States
Climate Action
Partnership

"We are committed to a pathway that will slow, stop and reverse the
growth of LS. emissions while expanding the U.S

economy. '}

:

Welcome to the U.S. Climate Action
Partnership (USCAP) Web Site
United States Climate Action Partnership (USCAP) is

f businesses and leading

agl

vironmenta

organizations that have come together to call on
the federal government to quickly enact strong
national legislation to require significant reductions
of greenhouse gas emissions. USCAP has issued a
landmark set of pr ons to
underscore the urgent need for a policy framework
on climate change. More >

ciples and recomm

= USCAP Members Include:

®

ClimateWise

Reducing the Risk for Tomorrow

¢ Alcan Inc.
¢ Alcoa

American International Group, Inc. (AIG)
Boston Scientific Corporation
BP America Inc.

BENFIELD
2

Swiss Re
in

are here > Home Page > Associate Companies ad

Allianz @ @ AVIVA 2.3

FC

Investments
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ZURICH

Caterpillar Inc.
Chrysler LLC
ConocoPhillips

Deere & Company

The Dow Chemical Company
Duke Energy

DuPont

Environmental Defense
¢ Exelon Corporation
Ford Motor Company
FPL Group, Inc.
General Electric
General Motors Corp.
Johnson & Johnson

¢ Marsh, Inc.

NEHBOSpIc

FRIENDS PROVIDENT

Our Report: A Call for Action
Our solutions-based report, titled A Call
for Action (PDF- 1.18 MB), is the result
of a year-long collaboration. It lays out

a blueprint for a mandatory

economy-wide, market-driven approach

to climate protection.

Our Six Principles

© Account for the global
dimensions of climate
change;

@ Create incentives for
technology innovation;

© Be environmentally
effective;

@ Create economic
opportunity and
advantage;

© Be fair to sectors
disproportionately
impacted; and

@ Reward early action.

What's New

January 8, 2008 - Top Five
(R sible

ories of

change to t
in 2007.

this issue.

December 10, 2007 -
SC t UN Climate
Conference in

(PDF - 943 KB)

Bali

October 23, 2007 -
Climate

Partnarchin

ROYAL &
SUNALLIANCE

Minchener Rick 3% RBS Insurance
Munich Re Group




Take-aways

* Climate-liability risks can be
managed

* Climate responses will bring
new liability risks

* Loss prevention benefits could
be better conveyed to
customers; coverage gaps
remain

* Insurers have own liabilities




http://insurance.lbl.gov
emills@Ibl.gov




